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SUBJECT: PRESIDENT LAUGERUD GETS SET: THOUGHTS ON THE FUTURE 

1. SUMMARY: AS PRESIDENT LAUGERUD BEGINS HIS FIRST YEAR IN 
OFFICE, THERE ARE INCREASING INDICATIONS THAT HE 
INTENDS TO BE THE UNDISPUTED LEADER OF GUATEMALA FROM 
THE VERY START, AND THAT HE HAS MADE GOOD INITIAL PROGRESS 
TOWARDS THAT GOAL. HE IS WELL AWARE OF THE ECONOMIC AND 
SOCIAL PROBLEMS WHICH HIS GOVERNMENT FACES AND OF THE 
DIFFICULTIES HE WILL ENCOUNTER IN HANDLING THEM. 

WE EXPECT THAT HIS APPROACH TO THESE PROBLEMS WILL BE 
LESS CONSERVATIVE THAN THOSE OF HIS PREDECESSOR AND 
WILL INCLUDE SERIOUS ATTEMPTS AT TAX REFORM. 
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2. TO ACCOMPLISH HIS GOALS, WHICH INCLUDE CURBING INFLATION, 
STABLIZING BASIC GRAIN PRICES, INPROVING HEALTH AND 
EDUCATIONAL SERVICES, INCREASING AGRICULTRURAL PRODUCTION, 
AND FURTHERING THE CENTRAL AMERICAN INTERGRATION 
MOVEMENT, THE PRESIDENT HAS CHOSEN A CABINET MADE UP 
LARGELY OF RESPECTED, NONPOLITICAL, QUALIFIED 
INDIVIDUALS, AND THE MAJORITY OF HIS SUB-CABINET AND 
AGENCY HEAD CHOICES HAVE BEEN GOOD ONES. LAUGERUD WILL 
ENCOUNTER TENACIOUS OPPOSITION TO REFORMS FROM 
GUATEMALA'S POWERFUL ECONOMIC ELITE, AND HE MAY WELL 
HAVE SERIOUS DIFFICULTIES WITH HIS CONGRESS. HOW HE 

WILL GO ABOUT DEALING WITH THIS OPPOSITION IS NOT CLEAR. 

BUT WE BELIEVE HE WILL HAVE THE ALL-IMPORTANT SUPPORT 
OF THE ARMY IN PUSHING FOR REFORM. 

3. LAUGERUD IS FAVORABLY DISPOSED TOWARD THE US, AND 
WILL ACTIVELY SEEK OUR SUPPORT FOR HIS ECONOMIC AND 
SOCIAL DEVELOPMENT PROGRAMS. HE IS ALSO, HOWEVER, HIGHLY 
NATIONALISTIC AND MAY PROVE DIFFICULT TO DEAL WITH ON 
SOME INDIVIDUAL VILATERAL PROBLEMS WHICH HE BELIEVES 
INVOLVE NATIONAL SELF-RESPECT AND HONOR. WE BELIEVE 
THAT U.S. POLICY SHOULD BE TO ENCOURAGE LAUGERUD IN HIS 
EFFORTS TO ACHIEVE THE REFORMS WHICH HE AND WE 
BELIEVE ARE ESSENTIAL FOR LONG-TERM STABILITY, TO 
COOPERATE WITH HIM IN IMPROVING THE IMPLEMENTATION OF 
ECONOMIC AND SOCIAL DEVELOPMENT PROGRAMS HE HAS 
INHERITED FROM HIS PREDECESSOR, AND TO BE 

PREPARED TO ASSIST HIM IN NEW PROGRAMS IF WE CONCLUDE 
THAT SUCH PROGRAMS REPRESENT A REAL AND EFFECTIVE 
COMMITMENT TO MEANINGFUL ECONOMIC AND SOCIAL DEVELOPMENT 
AND IF, AS NOW SEEMS MORE LIKELY THAN NOT. THE LAUGERUD 
ADMINISTRATION DOES NOT PURSUE A POLICY OF REPRESSION OF 
ITS POLITICAL OPPOSITION. END SUMMARY. 

4. AS PRESIDENT LAUGERUD BEGINS HIS FIRST YEAR IN OFFICE, 

THERE ARE INCREASING INDICATIONS THAT HE INTENDS TO BE 

THE UNDISPUTED LEADER FROM THE VERY START AND THAT HE HAS 
MADE GOOD PROGRESS TOWARDS THAT GOAL. HE HAS RATIONALIZED 
THE ELECTORAL FRAUD WHICH PPUT HIM IN OFFICE AND NOW 
APPEARS FULLY CONVINCED THAT HE IS THE BEST MAN FOR HIS 
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PRESENT JOB AND THAT IT IS IN THE NATIONAL INTEREST 
THAT HE LEAD THE COUNTRY. HE DOES NOT FEEL BEHOLDEN 
TO HIS VICE PRESIDENT, MARIO SANDOVAL, 

FOR ENGINEERING THE FRAUD WHICH ACHIEVED THEIR VICTORY, 

NOT TO THE POLITICIANS WHO WORKED ON HIS CAMPAIGN. IN 
FACT, BY REFUSING TO ACCEPT ANY OF SANDOVAL'S SUGGESTIONS 
FOR CABINET POSITIONS (THIS IN THE FACE OF A THREAT BY 
THE VP TO RESIGN) AND BY VETOING SANDOVAL'S CHICE 
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FOR PRESIDENT OF THE CONGRESS AND IMPOSING HIS OWN MAN, 

HE HAS GONE A LONG WAY TOWARD NEUTRALIZING THE MLN 
KINGPIN IN THE FIRST PHASE OF THE NEW GOVERNMNT. MLN 
APPOINTMENTS HAVE ALSO BEEN SCARCE IN SECONDARY POSITIONS. 
THE ONLY IMPORTANT SANDOVAL MAN TO GET A REASONABLY 
IMPORTANT JOB SO FAR HAS BEEN MARIO'S BROTHER ARMANDO, 
WHO WAS NAMED TO THE AGRARIAN REFORM INSTITUTE. MARIO 
SANDOVAL IS NOT A MAN TO BE COUNTED OUT JUST BECAUSE HE 
IS DOWN, HOWEVER, AND HE WILL BE A CONTINUING PROBLEM 
FOR THE PRESIDENT-WHO FULLY RECOGNIZES THAT FACT AND 
INTENDS TO KEEP CAREFUL WATCH ON HIM. 



5. THE FUTURE RELATIONSHIP BETWEEN THE NEWPRESIDENT 
AND HIS PREDECESSOR AND MENTOR, EX-PRESIDENT ARANA, 

IS LESS CERTAIN, ALTHOUGH LAUGERUD HAS MADE CLEAR TO 
THE AMBASSADOR THAT HE DOES NOT INTEND TO ALLOW ARANA 
TO BECOME A CONTROLLING INFLUENCE IN HIS GOVERNMENT. 
ARANA, WHO HAS NOT BEEN HEARD FROM SINCE HE DEPARTED 
FOR HIS RETIREMENT HOME IN CHIQUIMULA IMMEDIATELY 
AFTER LEAVING THE INAUGURATION, IS SCHEDULED TO STAY 
THERE UNTIL MID- AUGUST, RETURN TO HIS NEW HOME IN 
GUATEMALA CITY BRIEFLY, AND THEN GO OFF ON A SEVERAL 
MONTHS’ SAFARI IN AFRICA. IN THE MEANTIME, LAUGERUD HAS 
CHANGED THE ENTIRE OFFICER CORPS OF THE PRESIDENTIAL 
STAFF AND PRESIDENTIAL GUARD. OUR PRESENT ESTIMATE IS 
THAT ARANA WILL NOT BE ABLE TO BECOME A DOMINANT FORCE 
IN THE LAUGERUD ADMNISTRATION SHOULD HE TRY - AND WE 
ARE NOT SURE HE WILL. 

6. LAUGERUD HAS WORKED HARD, SKILLFULLY, AND 
SUCESSFULLY TO CONSOLIDATE HIS POSITION WITH THE ARMY. 
AMONG OTHER THINGS, HE HAS MADE TELLING PERSONAL APPEALS 
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FOR SUPPORT TO ASSEMBLED OFFICERS AT ALL THE MAJOR 
COMMANDS, EMPHASIZING HIS DISILLUSIONMENT WITH THE 
POLITICIANS AND HIS NEED FOR HIS FELLOW OFFICERS' 

SUPPORT FOR HIS REFORMS; HE HAS EASED OUT THE 
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SECRET SECTION 2 OF 3 GUATEMALA 3829 

POLITICALLY AMBITIOUS HEAD OF THE MMILITARY ACADEMY, 
SENDING HIM AS AMBASSADOR TO EL SALVADOR; HE HAS 
REFUSED POLITICAL AND OTHER PRESSURES TO DO LIKEWISE 
WITH THE HEAD OF THE CENTER FOR MILITARY STUDIES, WHO 
IS WIDELY RESPECTED BY MANY OF THE MORE LIBERAL (AND 
TALENTED) FIELD GRADE OFFICERS; AND HE HAS APPOINTED 
AN OFFICER HE RESPECTS HIGHLY AS THE CHIEF OF THE 
STRATEGICALLY IMPORTANT HONOR GUARD BRIGADE STATIONED 
IN THE CENTER OF GUATEMALA CITY. LAUGERUD HAS FROM 
THE START CONSIDERED THE ARMY HIS MOST IMPORTANT ALLY 
AND WILL, WE ARE SURE, CONTINUE TO DO SO. 

7. THE NEW PRESIDENT IS WELL AWARE OF THE ECONOMIC AND 
SOCIAL PROBLEMS WHICH HIS GOVERNMENT FACES AND OF THE 
DIFFICULTIES HE WILL ENCOUNTER IN HANDLING THEM. 

WE EXPECT THAT HIS APPROACH TO THESE PROBLEMS WILL 
SECRET 
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BE LESS CONSERVATIVE THAN THAT OF HIS PREDECESSOR AND, 

IF HE AND HIS CABINET FOLLOW THROUGH ON THEIR STATED 
INTENTIONS, WILL INCLUDE SERIOUS ATTEMPTS AT MEANINGFUL 
REFORMS, INCLUDING TAX REFORM. HE HAS TOLD THE AMBASSADOR 
HE FULLY EXPECTS TO BE ATTACKED AS A COMMUNIST FOR 
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PUSHING FOR REFORMS AND PROGRAMS TO HELP THE POOR, 

BUT THAT HE INTENDS TO FORGE AHEAD NEVERTHELESS. 

8. TO ACCOMPLISH HIS GOALS, WHICH INCLUDE CURBING 
INFLATION, RAISING WAGES, STABLIZING BASIC 
GRAIN PRICES, IMPROVING HEALTH AND EDUCATIONAL 
SERVICES, INCREASING AGRICULTURAL PRODUCTION. 

DEVELOPING NATURAL RESOURCES, REDUCING 

WASTEFUL GOVERNMENT EXPENDITURES, REDUCING CRIME AND 
VIOLENCE, AND FURTHERING THE CENTRAL AMERICAN INTEGRATION 
MOVEMENT, THE PRESIDENT HAS CHOSEN A CABINET MADE UP 
LARGELY OF RESPECTED, NONPOLITICAL, WELL-QUALIFIED 
INDIVIDUALS. THE MAJORITY OF HIS SUB-CABINET AND 
AGENCY HEAD CHOICES HAVE ALSO BEEN GOOD ONES - MEN 
WHO ARE TECHNICALLY WELL QUALIFIED. ONE DISADVANTAGE OF THE NON- 
POLITICAL CABINET IS THAT CONTAINING NO FIGURES WITH POLITICAL 
STRENGTHS OF THEIR OWN, IT WILL PROBABLY BE OF 
LITTLE HELP IN GENERATING SUPPORT FOR LAUGERUD'S PROGRAMS. 

NORIS IT YET CLEAR HOW MUCH ADMINISTRATIVE CAPACITY 
IS REPRESENTED IN THE CABINET OFFICERS. LAUGERUD HAS 
SUMMED UP HIS POLICY ON A NUMBER OF OCCASIONS, INCLUDING 
HIS INAUGURAL ADDRESS, AS CREATING WELL-BEING (BIENESTAR) 

FOR THOSE WHO LACK IT WITHOUT TAKING IT AWAY FROM THOSE 

WHO ALREADY HAVE IT. HE HAS, HOWEVER, NOT BEEN VERY SPECIFIC ABOUT 

HOW HE PLANS TO ACCOMPLISH THIS. THE ONLY CONCRETE 

STEP WE EXPECT IN THE NEAR FUTURE IS FOR HIM TO COMPLY 

WITH HIS PROMISE TO RAISE GOVERNMENT WAGES, AND TO 

JAWBONE INDUSTRY AND COMMERCE INTO DOING THE SAME. 

9. LAUGERUD'S ECONOMIC TEAM, WHICH HAS BEEN CHARGED 
WITH COMING UP WITH SPECIFIC RECOMMENDATIONS FOR AN 
ACTION PROGRAM, HAS FORMER PLANNING DIRECTOR ROSENTHAL'S 
PARTIALLY COMPLETED SECOND FIVE-YEAR PLAN TO USE AS A 
STARTING BASE, AND HAS THE EXPERTISE TO COME UP WITH 
SOLID RECOMMENDATIONS. WE BELIVE THAT IT WILL PROBABLY 
BE 4 TO 6 MONTHS, THOUGH, BEFORE LAUGERUD WILL HAVE A 
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CONCRETE SET OF PROPOSALS TO ACT ON. IT WILL PROBABLY 

ALSO TAKE AT LEAST THAT LONG FOR THE NEW PRESIDENT 

OF CONGRESS TO GET THE LEGISLATURE SUFFICIENTY ORGANIZED 

TO BE ABLE TO TACKLE ANY SIGNIFICANT NEW LEGISLATION WHICH 

MAY BE CALLED FOR. THE 4 TO 6 MONTHS’ TIME FRAME IS 

NOT SO BOTHERSOME AS WE WOULD PREVIOUSLY HAVE IMAGINED, 

HOWEVER, BECAUSE CURRENT EMBASSY SOUNDING INDICATE THAT 
WHILE INFLATION IS A SERIOUS PROBLEM, WAGES ARE 
RISING EVEN BEFORE LAUGERUD'S JAWBONING HAS HAD ITS 
FULL EFFECT, WITH THE RESULT THAT DEMAND DEFLATION HAS 
NOT YET EMERGED TO DAMPEN COMMERCE AND INDUSTRY. 
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10. NOTWITHSTANDING THE EXISTENCE OF AN ABLE TEAM 
AND A BETTER-THAN ANTICIPATED ECONOMIC SITUATION. 

WE FEEL SURE THAT IF AND WHEN LAUGERUD DOES PROPOSE ANY 
SERIOUS REFORM PROGRAMS, HE WILL ENCOUNTER 
TENACIOUS, SKILLFUL AND, AT TIMES, UNSCRUPULOUS 
OPPOSITION FROM THE POWERFUL ECONOMIC ELITE 
WHICH HAS SUCCESSFULLY AVOIDED ANY SUCH REFORMS OVER 
THE YEARS. HE MAY WELL HAVE PARTICULAR DIFFICULTY IN THE 
CONGRESS. 

1 1 . HOW LAUGERUD WILL MEET HIS OPPOSITION IS NOT 
CLEAR, BUT OUR PRESENT ESTIMATE IS THAT HE WILL 
INDEED PRESS MUCH HARDER FOR REFORM THAN HIS 
PREDECESSOR DID. HE RECENTLY TOLD THE AMBASSADOR 
PRIVATELY THAT HE HOPED TO ACHIEVE HIS GOALS THROUGH 
EDUCATION AND PERSUASION, BUT WAS PREPARED TO MOVE 
AHEAD BY COMPULSION IF NECESSARY. WE DO NOT DISCOUNT 
THE POSSIBILITY THAT HE WOULD THREATEN TO DISSOLVE THE 
CONGRESS, AS PRESIDENT ARANA ONCE DID, IF HE WERE TO 
BELIEVE IT NECESSARY. AND IF HE WERE TO DO SO, HE 
WOULD VERY LIKELY HAVE THE SUPPORT OF THE ARMY WHICH, 
THROUGH YEARS OF INDOCTRINATION, HAS BECOME 
INCREASINGLY MORE CONVINCED THAT IT SHOULD NOT SUPPORT 
THE STATUS QUO OF GREAT INEQUITIES IN GUATEMALA'S 
INCOME DISTRIBUTION. 

12. IN THIS CONNECTION, WE HAVE BEEN TOLD BY A KEY 
OFFICER ON LAUGERUD'S MILITARY STAFF THAT THE INAUGURAL 
DAY SPEECHES OF PRESIDENTS ARANA AND LAUGERUD 
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ADMONISHING THE RICH TO SHARE OR FACE EXTINCTION REPRESENT 
THE LINE WHICH IS, AND HAS BEEN, THE OFFICIAL POLICY 
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OF THE TOP OFFICIALS OF THE MINISTRY OF DEFENSE. 

WE WERE ALSO TOLD BY CHIEF OF STAFF LUCAS THAT HE AND 
THE SENIOR MILITARY STAFF WOULD SUPPORT LAUGERUD IN 
HIS ATTEMPT TO MAKE SOCIAL PROGRESS THROUGH DEMOCRATIC 
MEANS, BUT WOULD ALSO SUPPORT HIM FULLY IF HE SHOULD 
DECIDE TO DISSOLVE THE CONGRESS. WE EMPHASIZE THAT WE 
SEE NO INDICATION THAT LAUGERUD INTENDS TO GOVERN 
UNDEMOCRATICALLY AT PRESENT AND, INDEED, DO NOT EXPECT 
THE QUESTION TO ARISE FOR AT LEAST SIX MONTHS. 

13. IN FACT, WE NOW BF.LTVF. THAT THE NEW PRESIDENT, 

WHO AS NOTED PREVIOUSLY IS QUICKLY CONSOLIDATING HIS 
POSITION, WILL PROBABLY HAVE AT LEAST A SIX-MONTH BREATHER 
BEFORE HE FACES SERIOUS PROBLEMS OF INSTABILITY. 

THIS IS FOR TWO BASIC REASONS. FIRST, AS NOTED. THE 
ECONOMIC PICTURE, ALTHOUGH OBVIOUSLY NOT ROSY, DOES NOT 
SECRET 
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LOOK AS BLEAK AS IT DID PREVIOUSLY. PRELIMINARY 
INDICATIONS OF THE EMBASSY'S BUSINESS SURVEY, NOW 
IN FULL SWING, SUGGEST THAT WHILE INFLATION IS AS 
BAD AS EXPECTED, A NUMBER OF INDUSTRIES ARE RAISING 
THEIR WAGES VOLUNTARILY AND THUS BOTH RELIEVING PRESSURE 
FROM THE HAVE-NOTS AND MAINTAINING CONSUMER DEMAND. 
FURTHERMORE, FUTURE CONTRACTS FOR COMMODITY EXPORTS 
ARE BEING MADE AT A LEVEL WHICH WILL BE EVEN BETTER 
THAN LAST YEAR. WE ARE ALSO GETTING PRELIMINARY REPORTS 
THAT THE CORN AND BEAN CROPS DUE AROUND AUGUST WILL 
BE GOOD ONES. THIS NEWS IN ITSELF IS HAVING A SALUTARY 
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EFFECT ON PRESENT PRICES. SECOND, ON THE POLITICAL 
FRONT THE OPPOSITION SIMPLY IS NOT RECOVERING QUICKLY 
FROM THE DEMORALIZING EFFECTS OF ITS FAILURE TO TAKE 
EFFECTIVE ACTION TO PRESERVE ITS MARCH ELECTORAL VICTORY. 
FURD LEADER PONCIANO HAS JUST DECLARED THAT THE FURD IS 
DEAD, AND HE IS GOING TO CONCENTRATE FOR THE MOMENT ON 
BEING MAYOR; THE PR IS ONCE AGAIN THRASHING AROUND IN 
INTERNAL STRUGGLES INVOLVING AN ATTEMPT TO UNSEAT ITS 
SECRETARY-GENERAL, CARLOS SAGASTUME; AND THE CHRISTIAN 
DEMOCRATS ARE TALKING ABOUT NAMING THEIR LEADER, RENE 
DE LEON SCHLOTTER, AS THEIR PRESIDENTIAL CANDIATE IN 
1978. IT IS PERHAPS SYMPTOMATIC THAT A NUMBER OF 
POLITICAL AND MILITARY FIGURES ARE ALREADY 
THINKING IN TERMS OF THE 1978 ELECTIONS. 

14. ON THE SECURITY FRONT, THE LEVEL OF VIOLENCE IS 
DOWN AND THERE ARE INDICATIONS THAT LAUGERUD INTENDS 
TO CURTAIL GOVERNMENT USE OF ILLEGAL VIOLENCE. THERE 
APPEARS TO BE AN INTERNAL STRUGGLE GOING ON WITHIN THE 
LEFT-WING INSURGENT GROUPS BETWEEN THOSE WHO WANT 
MORE TERRORISM, AND THOSE WHO DON'T. THE RESULT OF THAT 
STRUGGLE WILL, OF COURSE, MATERIALLY AFFECT THE SECURITY 
SITUATION, INCLUDING LAUGERUD'S ACTIONS. 

15. LAUGERUD IS FAVORABLY DISPOSED TOWARD THE U.S. AND 
WILL ACTIVELY SEEK OUR SUPPORT FOR HIS ECONOMIC AND 
SOCIAL DEVELOPMENT PROGRAMS. HE IS ALSO HIGHLY 
NATIONALISTIC AND MAY PROVE DIFFICULT TO DEAL WITH 
ON INDIVIDUAL BILATERAL PROBLEMS WHICH HE BELIEVES 
INVOLVE NATIONAL SELF-RESPECT AND HONOR. AIRLINE 
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AND SHIPPING MATTERSARE FORMEOST IN OUR MIND IN THIS AREA. 

16. WE BELIEVE THAT PRESENT US POLICY SHOULD BE TO 
ENCOURAGE LAUGERUD IN HIS EFFORTS TO ACHIEVE REFORMS 
WHICH WE AND HE BELIVE ARE ESSENTIAL FOR LONG-TERM 
STABILITY, AND TO COOPERATE WITH HIM IN IMPROVING THE 
IMPLEMENTATION OF THE DEVELOPMENT PROGRAMS HE HAS 
INHERITED FROM HIS PREDECESSOR. WE DO NOT THINK THE 
NEW GOVERNMENT WILL COME UP WITH ANY CONCRETE NEW 
DEVELOPMENT PROGRAMS FOR AT LEAST 4 MONTHS. IF AND 
WHEN LAUGERUD DOES PRODUCE SUCH PROGRAMS, WE SHOULD BE 
PREPARED TO GIVE POSITIVE CONSIDERATION TO FURTHER 
ASSISTANCE, IF WE CONCLUDE THAT SUCH PROGRAMS REPRESENT 
A REAL AND EFFECTIVE COMMITMENT TO MEANINGFUL 
DEVELOPMENT AND IF, AS NOW SEEMS MORE LIKELY THAN NOT, 
THE LAUGERUD ADMINISTRATION DOES NOT PURSUE A POLICY OF 
REPRESSION OF ITS POLITICAL OPPOSITION. 

MELOY 
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